Introduction
Islamic finance-financial institutions, products, and services designed to comply with the central tenets of Sharia (Islamic law)-is one of the most rapidly growing segments of the global finance industry. Starting with the Dubai Islamic Bank in 1975 (and operations in the United Arab Emirates, Egypt, the Cayman Islands, Sudan, Lebanon, the Bahamas, Bosnia, Bahrain and Pakistan), the number of Islamic financial institutions worldwide now exceeds over 300, with operations in 75 countries and assets in excess of US$400 billion (El-Qorchi, 2005 ).
Though initially concentrated in the Middle East (especially Bahrain) and South East Asia However, while Islamic finance has been practiced for many centuries, it is important to recall that only in the last thirty years have Islamic financial institutions offering Sharia-compliant products and services become more widespread and important. Indeed, even in Muslim countries it is only very recently that analogous Islamic finance products and services have been offered in direct competition to the financial products and services offered by conventional banks. Clearly, as Islamic products and services enter these markets, an important consideration is the attitudes, perceptions and knowledge of market participants towards these new methods of finance (Gait and Worthington 2008) . For individual consumers and business firms, these factors determine the extent to which they choose to patronize these alternative products and services. Key concerns include the influence of religious persuasion and the relative pricing, costs and benefits, convenience and access of Islamic products and services vis-à-vis conventional bank products and services. For conventional financial institutions, the presence of financial institutions offering Islamic financial products and services may affect their competitive position and how they construct new marketing strategies. It may also influence to their decision to introduce Shariacompliant products and services themselves.
Libya provides an interesting context to examine these issues. First, while the majority of the population are Muslims, there are presently no Islamic financial institutions operating in Libya. Second, the Libyan government is increasingly moving towards the liberalisation and reform of the country's financial system and part of this process foresees the contribution of Islamic financial institutions, products and services. Finally, there is no published work on Libyan retail consumers and limited international study of attitudes towards Islamic methods of finance more generally. This purpose of this paper is then to provide the results of a survey of Libyan retail consumers on their attitudes, perceptions and motivations towards Islamic methods of finance. The paper is structured as follows. Section 2 provides a brief review of Islamic finance, including its sources, principles and most-common products and services.
Section 3 discusses the literature on individual consumers' attitudes towards Islamic finance and Section 4 presents the sample methodology. Section 5 provides some descriptive statistics and Section 6 the main empirical results. The final section concludes the paper. In brief, the principles of Islamic finance are as follows: (i) the prohibition of Riba (usually interpreted as usury or interest) and the removal of debt-based financing; (ii) the prohibition of Gharar, encompassing the full disclosure of information, removal of asymmetric information in contracts and the avoidance of risk-taking; (iii) the exclusion of financing and dealing in activities and commodities regarded as sinful or socially irresponsible (such as gambling, alcohol and pork); (iv) an emphasis on risk-sharing, the provider of financial funds and the entrepreneur share business risk in return for a pre-determined share of profits and losses; (v) the desirability of materiality, a financial transaction needs to have 'material finality', that is a direct or indirect link to a real economic transaction; and (vi) consideration of justice, a financial transaction should not lead to the exploitation of any party to the transaction [see El-Gamal (2000) , Warde (2000) , Lewis and Algaoud (2001) Erol and El-Bdour (1989) and Erol, Kaynak, and El-Bdour (1990) However, while largely ill informed, religious motivation still comprised the most significant factor in their strong preference for Islamic banking services. Metwally (1996) also used factor analysis to study the attitudes of Muslims in three Arabic dual-banking systems (Kuwait, Saudi Arabia and Egypt) towards Islamic banking. On this basis, and similarly to Omer (1992) , it was concluded that religion was the primary factor in the choice of an Islamic banking institution. Regardless, and similarly to Erol and El-Bdour (1989) , Erol, Kaynak, and El-Bdour (1990) and Haron, Ahmad and Planisek (1994) observed that Islamic bank consumers still rated the speed and efficiency of banking services near the top of their bank selection criteria. Haron, Ahmad and Planisek (1994) likewise highlighted the differences in the patronage of Islamic and conventional banks in their study of Muslims and non-Muslims in Malaysia. As in Erol and El-Bdour (1989) and Erol, Kaynak, and ElBdour (1990) , factor analysis showed that religious motivation was not the primary reason for
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Muslims dealing with Islamic banks. The findings also suggested that while Malaysian
Muslims and non-Muslims were aware of the existence of Islamic banks, they were usually uninformed of specific Islamic financing methods.
In Bahrain, Metawa and Almossawi (1998) concluded that the most important factors in determining the attitudes of Islamic bank consumers were religion followed by profitability.
In Jordan, Naser Naser, Jamal and Al-Khatib (1999) extended the early work by Erol and ElBdour (1989) and Erol, Kaynak, and El-Bdour (1990) , but concluded that bank reputation and religious beliefs were the two most important factors motivating the use of Islamic banks services. And in Kuwait, Al-Sultan (1999) considered the attitudes of consumers towards the products and services offered by the interest-free Kuwait Finance House. In the same way as Metwally (1996) , Al-Sultan (1999) confirmed that adherence to Islam was the primary motivating factor for Kuwaitis dealing with an Islamic bank. In Singapore, Gerrard and Cunningham (1997) Khatib (1999) , and Haron, Ahmad and Planisek (1994) . However, Rammal and Zurbruegg (2007) countered that a lack of awareness and experience with halal (food seen as permissible according to Islamic law) does not appear detrimental to consumer willingness to use these products. Somewhat more prosaically, the respondents also indicated the potential use of Islamic financial products as long as the bank made ATM and phone banking available.
Sample methodology
We designed a questionnaire to collect data from Libyan consumers. To ensure the speed of data collection, control of the sample, good flexibility, and reasonable cost, we collected the data through telephone interviews. The main advantages of this method of collection are it allows the opportunity to reduce any potential confusion by the respondent on the questions asked and obtains a relatively high response rate. The sample for Libyan consumers is selected randomly in accordance with a 95 per cent confidence level. The sample size of 385 was determined using a proportion (π) of .05 (the safest possible assumption), a confidence level of 95% corresponding to a Z-value of 1.96, and an error (E) of 0.05. The optimal sample size N is then:
Before undertaking the data collection, we interviewed a focus group, also through telephone interviews. This group comprised 20 (pre-screened) respondents representing about 5% of the sample. We used these interviews to ensure the effectiveness and timeliness of the questionnaire for data collection. 
Descriptive statistics
Empirical results
<TABLE 2 HERE>
The results in Table 2 These factor scores (Community Service, Profitability, Religion, and Unique Services) are now suitable for use in multivariate analysis. We divide the respondents into two groups:
namely, those that are potential users of Islamic methods of finance and those that are not.
The mean and standard deviation of the factor scores for these groups and all respondents (not shown) suggest that the two groups are most widely separated in terms of the value of factor score 1 (Religion) and 2 (Profitability) while the differences are smallest for factor scores 3 (Community Service) and 4 (Unique Services).
Wilks' Lambda (p-value in brackets) is the proportion of variance not explained by Table 4 show that perceptions held by retail consumers toward Islamic methods of finance are crucial in determining potential usage, with 99.7% of potential users and 96.3% of potential non-users correctly classified. -15- 
Concluding remarks
